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History: The case was filed as a Chapter 11. The Bankruptcy
Court entered an order extending DIP's worker's comp coverage for
60 days from the filing date. During the 60 days, 13 worker's
comp claims were filed against DIP. The insurer, Liberty
Northwest, moved for leave to appeal the Court's ruling extending
coverage. DIP opposed the Motion on the ground that the appeal
would be moot because the District Court would not have time to
rule on the appeal before the 60 day extension expired. The
Motion for leave to appeal was granted. However Liberty did not
seek a stay pending appeal. 

Approximately 9 months after the Bankruptcy Court's order
was entered, the District Court reversed. The State of Oregon
then took steps to hold the DIP's principals personally liable on
the worker's comp claims. The case was subsequently converted to
Chapter 7. 

Current Case: The Chapter 7 Trustee filed the current
adversary seeking a declaration that Liberty is obligated to
provide coverage during the 60 day period in question because it
had not sought a stay of the Bankruptcy Court's order pending the
prior appeal. The Bankruptcy Court granted summary judgment in
favor of Liberty. Debtor's principals appealed. The District
Court reversed, holding that unless a stay pending appeal is
requested and obtained, a lower court's order is effective until
and unless it is overturned on appeal. Because Liberty did not
request a stay, the Bankruptcy Court's order extending coverage
governed during the pendency of the appeal of that order. 
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